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T^T  30  1984 


THE  UTTAR  PRADESH  LOCAL  FUNDS  AUDIT  ACT,  1984 

(U.  P,  Act  No;  12  gf  1984) 

( As  passed  by  the  Uttar  Pradesh  Legislature) 

AN 

ACT 


to  make  provision  for , and  to  regulate  audit  of  local  funds  under  the  management 
or  control  of  local  authorities  and  funds  of  certain  corporate  and  non- 
corporate bodies  in  the  State  of  Uttar  Pradesh. 

It  is  hereby  enacted  in  the  Thirty-fifth  Year  of  the  Republic  of  India  as 
follows  : — 


Short  title,  ex- 
tent  and  com- 
mencement- 


1.  (l)^This  Act  may  be  called  the  Uttar  Pradesh  Local  Funds  Audit  Act, 
1984.' 

(2)  It  extends  to  the  whole  of  Uttar  Pradesh. 

(3)  It  shall  come  into  force  on  such  date  as  the  State  Government  may,  by 
notification,  appoint  in  this  behalf. 


Definitions.  2.  In  this  Act  : — 

(a)  ‘Audit’  includes  test  audit,  concurrent  audit,  cent-per-cent  audit 
and  special  audit  and  also  inspection  of  accounts  by  the  officers 
appointed  under  section  3; 

(b)  ‘auditor’  includes  the  Director  and  all  other  officers  appointed 
under  section  3 to  assist  him; 

(c)  ‘Director’  means  the  Director,  Local  Fund  Audit  Department, 
Uttar  Pradesh  appointed  under  section  3 and  includes  an  officer  on 
whom  powers  of  the  Director  are  conferred  under  sub-section  (4)  of 
that  section; 

(d)  ‘local  authority’  means  a municipal  boar  or  Nagarpalika  or 
Nr  ear  Mahapalika,  Notified  Area  Committee,  Town  Area  Committee,^ 
Zila  Parishad,  Kshettra  Samiti,  Gaon  Sabha  or  any  other  authority 
constituted  for  the  purpose  of  local  self-Government  or  village  adminis- 
tration or  legally  entitled  to  or  entrusted  by  the  State  Government  with 
the  control  or  management  of  municipal  or  local  fund  and  includes 
any  society,  body,  or  institution,  whether  incorporated  or  not,  notified 
by  the  State  Government  by  general  or  special  order  to  be  a local 

' authority  for  i he  purposes  of  this  Act; 

(e)  ‘ Principal  Officer'  in  relation  to  a local  authority  means  such 

officer  thereof  as  may,  from  t'me  to  time,  be  specified  by  general  or 
special  order  of  the  State  Government;  - 

if)  (A  ‘special  audit’  in  relation  to  a local  authority  means  an  audit 
of  account  for  a specified  period  or  pertaining  to  a specified  item  or 
series  of  items  of  account  requiring  exhaustive  checking  conducted 
under  the  orders  of  the  State  Government  or  on  the  request  of  the 
principal  officer  of  a local  authority , 

(ii)  ‘test  audit’  means  an  *annual  audit  of  accounts  of.one  or  more 
months  in  a year  selected  at  random  by  the  auditer  and  conducted  on 
percentage  basis  in  his  discreation  with  a general  review  of  the 
accounts  of  the  year; 

(iii)  ‘concurrent  audit’  means  a post  audit  of  day-to-day  accounts 
with  a general  review  of  the  accounts  from  time  to  time; 

(iv)  ‘cent  per  cent  audit’  means  a post  audit  of  all  the  transactions 
of  a particular  account  of  a specified  period;  & 

(e)  ‘Prescribed  Authority’  in  relation  to  a local  authority  means  an 
officer  or  a body  corporate  appointed  by  the  State  Government  by 
notification  in  this  behalf. 


o (If  There  mav  be  appointed  a person  to  be  the  Director,  Local  Fund 
Appointment  of  Audft  Department,  and  the  following  category,  of  officers  to  assist  him. 
Director  and  mCiv 

other  Audit  Offi.  nam  % . t"\ 

cers.  Deputy  Director,  Local  Fund  Auait  Department, 


30  1 984 


9 


(b)  Assistant  Director,  Local  Fund  Audit  Department- 

(c)  District  Audit  Officer,  Local  Fund  Accounts; 

(d)  Senior  Auditor,  Local  Fund  Accounts; 

(e)  Auditor,  Local  Fund  Accounts; 

(/)  Any  other  officer  appointed  by  the  State  Government. 

(2)  The  State  Government  may,  on  such  terms  and  conditions,  as  may  be 
determined  by  it,  appoint  the  Director,  and  every  such  officer,  as  is  referred 
to  in  sub-section  (1)  and  may  make  provisions  with  regard  to  the  appoint- 
ment and  conditions  of  service  of  their  staff. 

(3)  The  persons  appointed  under  sub-section  (2)  shall  within  such  area 
as  the  appointing  authority  may  specify,  exercise  such  powers  and  perform 
such  duties  as  may  be  conferred  or  imposed  on  them  by  or  under  this  Act. 

(4)  The  State  Government  may,  by  notification,  confer  upon  any  officer 
not  below  the  rank  of  an  Assistant  director.  Local  Fund  Audit  Department 
the  powers  of  the  Director  under  sub-section  (4)  of  section  4 or  section  6 
or  section  7 or  section  8 or  section  9. 

i*  Sta!e  Government  may,  from  time  to  time,  bv  notification 

specify  the  local  authorities,  accounts  of  which  are  to  be  audited. 

,(2)  ,°n  *5?  is-sue  °f  * notification  under  sub-section  (1)  the  accounts  of 
the  local  authonty  shall,  notwithstanding  anything  contained  in  anv  enact 
ment  by  or  under  which  such  local  authority  is  constituted  or  in  any  rules  made 

under  ^ thisAct  SUbjCCt  l°  audlt  in  a!1  resPects  in  the  manner  provided  by  or 

J?  J1?  L0,ca!  authority  whose  accounts  are  to  be  audited  under  sub-sectionf2) 
from«ml,atoVmePayaUd,tfeeSat  ^ rates  fixed  by  the  State  Government 

* * ...  - S 

(4)  If  within  one  month  of  the  receipt  of  a memorandum  of  audit  fee  leviable 

(32’  aud,t  fee  is  n0t  paid  by  the  Principal  Officer  of  the 
local  authonty  into  the  Government  Treasury,  the  State  Government  or  ihe 

Distnct  Magistrate  with  the  prior  sanction  of  the  State  Government  may  make 
an  order  directing  the  banker  or  person  having  the  custody  of  the  funds  of  such 
local  authonty  to  pay  the  amount  of  audit  fee  from  such  fund  into  the  Govern 
ment  Tr^sury,  whether  in  lump  sum  or  in  instalments  as  directed  in  th?  order" 
and  the  Banker  or  such  other  person  shall  be  bound  to  comply  with  the  order 

SinL  am0UDt  °f  audit  fee  sha11  be  ^covered  as  arrears  0°  kind 

revenue. 

5.  The  prindpal  officer  of  the  Local  Authority  accounts  of  which  are 

subject  to  audit  under  section  4 shall  produce  or  cause  to  be  produced  fnr  ****** 
audit  all  accounts,  returns,  registers,  flies  and  correspondence  S^TotSl  12" 
documents  as  may  be  demanded  by  the:auditors.  y tfaer  Aadlt’ 


Accounts  sub- 
ject to  audit  and 
payment  of  audit 
fees. 


of 

for 


6. 


(1)  For  the  purpose  of  any  audit  under  this  Act,  an  auditor  may— 

(a)  require  the  Principal  Officer  of  the  Local  Authority  in  writing 
to  produce  or  cause  to  be  produced  such  vouchers,  returns  account? 
registers,  files  and  correspondence  or  any  other  documents  in  SS 
to  accounts  as  the  auditor  may  think  fit,  at  such  place  as  the  auditor 
may  direct  at  or  within  a reasonable  given  time.  auditor 

(b)  require  in  writing — 

(i)  any  salaried  servant  of  the  local  authority  accountable  fn r 
or  having  the  custody  or  control  of,  such  vouchers,  returns  *^’ 
ounts,  registers,  files  and  correspondence  or  other  document  £ 
appear  in  person,  or  rus  to 

(ii)  any  person  having  directly  or  indirectly  anv  share  ™ . 

in  any  work  under  the  local  authority  or  anyy  person  whose  nS 
tanS,S  deemed  nccessary  for  exPlaining  any  difficulty  or  circums- 

to  appear  in  person  or  by  an  authorised  a^ent  hefn™  i.- 
at  the  place  directed  in  the  order  and  answer  any  question  him’ 

(c)  require  the  Principal  Officer  of  the  local  authority  to  meet  h;  * 
a place,  where  the  audit  of  the  accounts  is  being  conducTn  . m 
other  place,  as  the  auditor  may  direct  and  specify  n d/?rsufb 
point  on  which  the  explanation  is  required.  y 1 wntinS  the 


Power  of  Audi- 
tor to  require 
production  of 
records  [and 
attendance  of 
persons- 
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(2)  The  auditor  may,  in  anJ  ^ days  within  which 

“T‘“y  account,  are  to  be 

or-  - *»  " 

proposes  to  commence  the  au  it  . . j g^aii  on  direction 

Provided  that  .he  auditor  MjJ  on , his  £ence  the  audi,  by r giving  a 

lhe  reaso”s  ‘ 

"T™  Director  shall,  in  connection  with  the  performance  of  his  duties  under 

this  Act,  have  authority  • authority  which  is  under  his 

valuables  and 

stores;  , ond  other  documents 

(b)  to  require  that  any  registers,  hnoh’P  P j relevant  to  the 
wbteb  dil  with  or  form  — Extend,  shaU  be  sent 

w** fOT  te  tepect,on! 

Z to  put  such  questions  or V£Sf* S* 

7 ZZZIT::Z  a^Kirszt2&& 

t ^quUwS  Ally  ’^artTSSS  t»  S -W  of  ’qb-sec.ioo(4) 

- f-ssas?*r ssig^f-r^s 

„bieh  may  extend  to  ,x  months,  eKept  on  the 


which  may  exteno  to  • - jKd 

(2)  No  proceedings  under  this  seetton  shall  be  mstttut. 
written  sanction  of  the  D, rector  . „ 


Procedure  to  be 

followed  after 
report  of  the 

Director  under 

section  8. 


written  sanction  of  the  i • . (2\  the  Director  shall  call 

%£* aretobe ”* ,0  *" 
'"0“^  :,a.  of  a Magistrate  of  the  Firs,  class  sh*l «, 

n„y  offence  nuder^tto  Aet.^  9ompte«on  of -audit,  -r«ult  of 

- p" * « ^ 

namely—  - dealing  with  the  general  and 

(i)  the  Audit  andJ?K„°freN0articular  attention,  and 

' with  minor  and  techmca  uregu  ■ ^ be  seQt  tQ  sucb  officers 

(2)  Copies  of  ^dibencoSred0nnecessary  by  the  Director. 

and  authorities  as  y prepared  a consolidated  audit 

(3)  The  Director  ?^iff0Prward^rto  the  State  Government  every  year  for 

report  of  accounts  an  Qf  tbe  state  Legislature. 

being  laid  before  each  Hous  Principal  Officer  of  the 

receipt  of  the  audit  p 0f  the  Principal  Officer  to  see  tha 

(2)  It  shall  be  the  duty  and  r spons  bdity  nQtes  and  objection  statement 
- due  despatch. 


m 


m 


*'  . _3>-.  •>;  V’  lr  * ?>■'■■£ jf,‘ y-  £ r ^ •’"  ?:*w  „ ~ W 

Principal  Officer  and  the  decision  of  the  antnon^  ^ one  month  of  the 
sent  to  the  Director  or  the  Officer  ^pp°^  ctiona)  The  annotated  copy  will 
holding  of  the  meeting  6f  bffidals  respbnsible  for  irregula- 

show  against  each  para  the  name  Or  names  oiom  f them.  Further 

rides  and  the  actton  «ken  or  be  conducted 

SSSTSSSL^Sa  1"  and  the  Director  or  the  officer  an, hot, ted 

by  w'  On  receipt  of  the  annotate  < copy  of  <j«  *33*  2? 

bint  in  this  behalf  may,  in  respect  of  all 
or  any  of  the  matters  dealt  with  in  the  report 

(a)  accept  the  action  taken  by  the  local  authority  and  settle  the 
objection;  or 

(b)  direct  that  the  matter  be  further  investigated  at  the  next  au 
or  at  any  earlier  date;  or 

(c)  hold  that  the  defects  or  irregularities  P°inted°ut  in  the  report 
or  any  of  them  have  not  been  removed  or  remedied. 

(5)  If  it  is  held  that  any  defect  or  ,rre^^^ Remedied  within  a 

-*  - “,io” as 

may  be  considered  necessary,  name  y r 

(,)  prosecution  of  any  person  responsible  for  the  defect  or 
irregluarity  as  the  case  may  be; 

(2)  dissolution  of  the  local  authority; 

(3)  supersession  of  the  local  authority;  _ 

4)  suspension  of  the  grant-in-aid  to  such  local  authority 

(5)  departmental  enquiry  against  any  officer  or  servant  of  the  local 

authority;  , , 

(6)  removal  of  the  Principal  Officer  of  the  local  authority. 

(6)  While  recommending : ™Jer  ^“““aV^^himtr'sup'port 

f&ffffiSES or  fraud  or  which  in  his  opm.on 
requires.special  attention  or  immediate  action.  nnrtnnitv  for 

10.  (1)  If  after  giving  the  r^°teor  misapplication  of 

showing  Ause  the  Director's  ff^,^M°fgeSSl.«ce  of  mis- 
any  money  or  property  of  the  local  autnor ry,  . _ u:s  part  or  that 

conduct  on  the  part  °f  del‘“q^e“tl^SO authorising8the  making  of  the  illegal 
the  said  person  being  a party  to  making,  contained  in  any  law  for  the 

payment,  the  Director,  notwithstanding ; anything  wnumed  in  a^y^  ^ ^ 

time  being  in  force,  may,  by  order  m writ  fc  togetherPwith  interest  there- 
loss,  waste  or  misapplication  of  its  money  or  proper  y . 

expiry  of  ten  years  from  the  «nm»  °f  “o'm  thTdSe  of  his  ceasing 

gf S?rrnrcFp^O^. offttc^ca.  authority  whiCevcx 

or  property  occurring  as  « ^resun ■ a r of  thc  loSS  t0  be  recovered 

SSS  S ?a“edtrho'^ SS  nenttai  in  respect  of  such  reso.u- 
von: 
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Director  to  sur- 
charge / illegal 
payment  or  loss 
caused  by  gross 
negligence  or 
misconduct. 
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Provided,  thirdly,  that  In  the  case  of  superseded  local  bodies,  if  loss  waste 
or  misapplication  of  money  or  property  is  due  to  any  action  of  the  Admini- 
strator or  officer  in  charge  who  is  a Government  servant,  the  matter  shall  be  re- 
ported by  the  Director  to  the  State  Government  for  necessary  action  : 

Provided,  fourthly,  that  the  liability  of  a 'egal  representative  of  a decea- 
sed delinquent  person  shall  be  to  the  extent  of  the  proparty  of  the  deceased 
which  has  come  to  the  hands  of  such  leagal  representative. 

(2)  If  the  person  to  whom  a copy  of  the  decision  is  furnished  unde-  sub- 
section (1)  refuses  to  receive  it,  he  shall  be  deemed  to  have  duly  received  it  on 
the  day  on  which  the  copy  was  refused  by  him. 

(3)  If  he  is  not  available  at  the  time  of  fmaj  order  its  gist  along  with  the 
operative  portion  shall  be  sent  to  him  at  his  last  known  address  by  registered 
post  or  shall  be  affixed  at  his  last  known  residence  and  shall  be  proclaimed  by 
beat  of  drum  in  the  locality  and  this  will  give  rise  to  a presumption  of  due 
service. 


Appeal  against 
order  of  sur- 
charge. 


Recovery  of 

charges  as 

arrears  of  land 
revenue. 


Payment  of 
^ charges  etc. 


Director,  Audi- 
tor etc.  to  be 
public  servant. 


Bar  of  suits* 


protection  for 
acts  done  in 
good  faith. 


Inspections  of 
records  by  the 
Inspector. 


11.  (1)  Any  person  aggrieved  by  an  order  made  under  sub-section  (l)'of 
section  10  may  within  thirty  days  from  the  date  of  receipt  of  the  order  by  him, , 
prefer  an  appeal  in  the  prescribed  manner  to  the  Commissioner  having  jurist 
diction  in  the  area  in  which  the  principal  office  of  the  local  authority  is  situate. 

(2)  The  Commissioner,  while  hearing  an  appeal  preferred  under  sub- 
section (1),  follow  such  procedure  as  may  be  prescribed. 

(3)  The  order  passed  by  the  Commissioner  in  appeal  under  this  Act  shall 
be  final. 

12.  The  sum  stated  in  the  order  of  surcharge  under  section  10  or  section  11 
as  the  case  may  be  shall  be  paid  by  the  person  surcharged  within  sixty  days  of 
the  date  of  the  order,  and.  if  nots0  paid,  may  on  the  application  of  the  Director 
be  recovered  by  the  Collector  as  arraears  of  land  revenue  and  deposited  in  the 
fund  of  the  local  authority,  in  the  manner  prescribed. 

13.  All  expenses  incurred  by  a local  authority  in  compliance  with  any  re- 
quisition made  by  the  auditor  under  sub-section  (1)  of  section  6 or  by  the 
Director  under  sub-section  (4)  of  section  6 shall  be  payable  out  of  the  Funds  of 
that  local  authority. 

14.  The  Director  and  Officers  and  Auditors  working  under  the  Director 
and. exercising  or  authorised  to  exercise  powers  under  this  Act  or  the  rules 
made  thereunder  shall  be  public  servants  within  the  meaning  of  section  21 
of  the  Indian  Penal  Code,  1860  (No.  45  of  1860), 

15.  Save  as  otherwise  provided  in  this  Act,  no  suit  or  other  proceedings 
shall  be  brought  in  any  civil  court  to  call  in  question  any  order  lawfully  made 
by  any  authority  under  this  Act. 

16-  No  suit,  prosecution  or  other  proceedings  shall  lie  against  the  State 
Government,  Director  or  any  other  officer,  auditor  or  subordinate  to  the 
Director  for  anything  in  good  faith  done  or  purporting  to  have  been  done 
under  this  Act. 

17.  (1)  The  State  Government  may,  by  notification,  appoint  such  persons 
as  if  thinks  fit  to  be  Inspectors  from  amongst  the  officers  appointed  under 
section  3 for  the  purposes  of  this  Act,  and  define  the  local  limits  of  their 
jurisdiction. 

(2)  Subject  to  any  rules  made  in  this  behalf,  an  Inspector  may,  within  the 
local  limits  of  his  jurisdiction — 

(a)  enter,  at  all  reasonable  hours,  with  such  assistance,  if  any,  of  persons 
in  the  service  of  the  Government  or  any  local  or  other  public  authority 
as  he  thinks  fit  and  as  approved  by  the  Director  or  the  person  authorised 
by  him.  any  premises  or  place  for  the  purpose  of  examining  any  register 
or  record  or  papers  in  connection  with  the  audit  proceedings  under  the 
orders  of  the  Director,  Auditor,  or  any  other  person  in  charge  of  the 
audit  proceedings,  and  require  the  production  thereof  for  inspection  ; 

(b)  interrogate  any  person  on  the  spot  to  elicit  information; 

(c)  seize  or  take  copies  or  sign  such  record  or  papers  as  may  be 
necessary  to  carry  out  the  directions  of  his  superior  officers; 

(</)  exercise  such  other  powers  as  may  be  prescribed. 
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<3)  Any  person  required  to  produce  any  document  or  thing  or  to  give  any 
information  required  by  the  Inspector  under  sub-section  (1)  shall  be  deemed  to 
be  legally  bound  to  do  so  within  the  meaning  of  section  175  and  section  176 
of  the  Indian  Pena!  Code. 

(4)  The  provisions  of  the  Code  of  Criminal  Procedure,  1973  (Act  II  of 
1974),  shall,  sj  far  as  may  be,  apply  to  any  search  or  seizure  under 
sub-section  (1)  as  they  apply  to  any  search  or  seizure  made  under  the 
authority  of  a warrant  issued  under  seotion  94  of  the  said  Code. 

18.  For  the  purpose  of  any  examination  or  audit  under  this  Act,  the 
Director  or  the  Auditor  and  for  purpose  of  appeal  the  appellate  authority  shall 
have  the  same  powers  as  vested  in  a Civil  Court  under  the  Code  of  Civil 
Procedure,  1908  (Act  No.  V of  1908),  when  trying  a suit  in  respect  of  the 
following  matters,  namely — 

(a)  summoning  and  enforcing  the  attendance  of  any  person  and 
examining  him  on  oath  ; 

{b)  issuing  commissions  ; 

(c)  receiving  evidence  on  affidavits ; 

( d ) requiring  the  discovery  and  production  of  documents 

(e)  any  other  matter  which  may  be  prescribed, 

19.  Any  proceeding  relating  to  surcharge,  pending  under  any  law  for  the 
time  being  inforce  imnediateiy  before  the  commencement  of  this  Act,  shall  be 
disposed  of,  and  any  order  passed  in  any  such  proceeding  shall  be  enforced,  in 
accordance  with  such  law  as  if  the  provisions  of  this  Act  were  not  in  force. 

(2)  Save  as  provided  in  sub-section  (1)  all  proceedings  relating  to  surcharge 
in  respect  of  any  local  authority  to  which  this  Act  applies,  shall,  after  the 
commencement  of  this  Act,  be  taken  and  disposed  of  under  this  Act,  notwith- 
standing anything  to  the  contrary  contained  in  any  law  for  the  time  being  in 
force.  ' 

20.  (1)  The  State  Government  may,  by  notification,  make  rules  for  carry- 
ing out  the  purposes  of  this  Act. 

(2)  In  particular,  and  without  prejudice  to  the  generality  of  the  foregoing 
power,  such  rules  may  provide  for  all  or  on  any  of  the  following  matters, 
namely— 

(a)  to  regulate  notification  of  the  local  authority  accounts  of  which 
are  to  be  audited  by  the  Director; 

{b)  the  rate  of  audit  fee  to  be  paid  by  the  local  authority  for  audit 
of  accounts  under  sub-section  (3)  of  section  4 of  the  Act,  and  the 
mode  of  its  payment  and  realisation; 

(c)  the  form  and  the  manner  in  which  accounts  shall  be  submitted  for 
audit; 

(d)  the  powers  and  duties  of  auditor  and  the  procedure  to  be  followed 
for  conducting  audit  and  the  time  and  places  at  which  such  audit  may 
be  conducted; 

(<?)  the  powers  and  duties  of  the  Director; 

(f)  enquiry,  appeal  and  recovery  in  respect  of  surcharge; 

is)  inspection  of  records  by  the  Inspector. 

G.  B. 
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